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Of all of your needs, water is the

single most important. It is a life essential
resource. You need it everyday for
almost everything you do.

Though water itself is “free”, the substantial
infrastructure required to deliver it safely,
cleanly and reliably s anything but that.

The water from your tap is something
you borrow-— it eventually ends up

back in the water cycle. But keeping this
borrowed water clean does require effort,
and at Artesian we have a responsibility
to future generations to ensure they
continue to receive clean, safe water.

Managing water is a growing concern

in the United States, Communities across
the counfry are starting to face challenges
regarding water supply and a need to
update aging water treatment and delivery
systems, often referred to as “water
infrastructuire”,

Wiater infrastructure is the foundation of a
healthy society. We at Artesian, have been
proactively addressing this need. Water
infrastructure directly impacts the public
health and safety of our community,
Whether it's safe drinking water at the tap
in our home or clean water coming out of
a wastewater treatment plant, a healthy
water infrastructure means healthy

customers and healthy communities.

TABLE OF CONTENTS

Our Water. Our Future. Fage 3
Company Overview Page 4
Growth Highlights Page 5
Financial Highlights Page &
Letter to Qur Sharehofders Page 8
Delivering Value to our Shareholders Page 9
Delivering Greater Value to our Customers  Page 11
Delivering Value to the Community Page 14
Fundraising Events Page 16
Retirees Page 19
Annual Meeting Page 20
Investar infermation Page 21
Officers Page 22
Directors Page 23
Artesian Subsidiaries Page 24
Financial Data 10-K

For more information about
Artesian Resources Corporation,
please visit us at:

artesianresources.com




OMPANY OVERVIEW

: ';"EIt‘a'iI started in 1905 when Aaron K. Taylor began to supply a new housing
:development in New Castle County, Delaware with water that ran directly
_into homes; and so Artesian Water Company was formed. From small
ginnings as a local water company to today as a total water resource
- management éom'pany, Artesian has flourished and is now the largest
“investor owned water utility on the Delmarva Peninsula and the eighth
Q{é‘r:_gest in the nation.

s Smce 1905 we have expanded our territory and now provide water and

- wastewater. solutions to the state of Delaware and water supply to nearby

_ _K,_Cecd County, Maryland We are engaged in a wide variety of activities
= -.'from identlfylng new sources of supply to developing wells, treatment

* plants and delivery systems to planning, building and managing responsible )
= wastewater treatment systems. We not only serve our customers but we :
erve our communities as well through our employee involvement with
us c_h_amtles, t_h-r;}ughout our service area.

are dedl_cated to our mission to provide our customers with the
very best se




Artesian recorded many accomplishments in 2013, most notably:

fnvested $21.2 million in infrastricture
Increased stockholder dividend twice

Installed a solar panel system at our
Hyetts Corner facility

Completed the transition {o a new
Customer Care and Biiling system fo
betier serve onr customers

Completed eleven wafer main
renewal projects

Replaced four wells with high
efficiency wells

Recognized by the Better Business
Bureau as an ethical business

Featured article in the Spring 2013
issue of Chesapeake Magazine

Reccived approval from the Delaware
Public Service Commission Lo increase
wastewaier rales

Begran contract operations with the Town of
Frankford, Delaware

Completed interconnection with Chesapeake
City, Maryland making Artesian the sole supplier
of water to the town and surrounding area

Began plans for construction of new main and
boaoster station to supply water to the expansion
of a nearby shopping mall and to provide an
additional feed to Christiana Hospital
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Delivering Value
to our Shareholders

Although very wet weather last spring and
surnmer reduced our revenues, that did not
keep us from making the investments necessary
to ensure continued superior service for our
customers. During 2013, we invested $21.2
million in our infrastructure, replacing aging
water mains, enhancing treatment facilities and
rehabilitating pumping equipment. We also
upgraded our systems for interacting with
customers and managing their accounts.

Revenues for 2013 were $69.1 million, down
2.1% from $70.6 million in 2012, Net income
declined 15.7% to $8.3 million ($0.94 per
diluted common share) from $9.8 million
{$1.13 per diluted common share) the previous
year. Lower water sales of $1.8 million and
increased legal costs of $0.5 million associated
with our litigation against the Chester Water
Authority, drove the decline in financial

results for the year.

The lower water sales were due to the very

wet weather we experienced in the spring and
summer. Rainfall in June alone totaled 12.5
inches, breaking a 118-year-old state record.
And last summer was our fifth wettest since
record keeping began in 1895. Water sales rev-
enues for 2013 declined 2.8% to $61.8 million
from'$63.6 million in 2012. This decrease was
partially offset by the $1.1 million in revenue
we received through the Distribution System
improvement Charge (DSIC) in effect in 2013.

The DSIC is a critical mechanism that has
enabled Artesian to make significant investments
in water distribution system infrastructure to
ensure continued reliable service to our cus-
tomers, Under Delaware’s DSIC [aw, water
utilities are permitted to add surcharges

to customers’ bills to recover investments

previously made in specific types of distribution
system improvements, The DSIC rate may be
adjusted semi-annually. It is capped at 7.5% of
the amount billed to customers between base
rate case applications, and at 5.0% within any
12-month period. Effective fanuary 1, 2014,
we have a DSIC rate of 3.3%.

Non-utility revenue for 2013 totaled $4.0
million, a gain of 4.9% from $3.8 million in
2012, The increase was due to Artesian’s water
and wastewater Service Line Protection Plans,
which continue to be popular with customers.
Plan revenues were up 11.0% for the year,
growing to $2.7 mitlion from $2.5 miilion

in 2012. At year-end, 26% of our eligible
customers were enrolled in the water service
plan, and 18% in the wastewater plan. These
plans provide coverage (up to an annual limit)
for the costs of all material and labor required
to repair or replace participants’ leaking
water service lines or clogged sewer lines.

Annualized Dividend Per Common Share (at Dec 37st)

§0.84
$0.81

L2008 $0.64
I 50 .co0
T o7

* Reslatad for the stock splif May 30, 2006
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Earnings Per Common Share

$1.13

* Restaled for the stock spiit May 30, 2006

Service Line Protecfion Plans Revenue (in milfions)

$2.72
$2.45

Operating expenses, excluding income taxes

and depreciation, increased by 1.5% to $40.8

million from $40.2 million. The major contributor

to the increase was legal costs associated with our :
ongoing litigation against Chester Water Authority )
over the rate the Authority charges for water

purchased from it under contract.

We have notified the Delaware Public Service
Commission that we intend to file a base rate case
for Artesian Water in April of 2014. This base rate
case filing will request recovery of investments
made in our water system over the past three years,
plus recovery of increases in certain operating
costs. Our last rate case was filed in April 2011
and settled in November 2071,

Keeping our balance sheet strong is an important
goal for us, since a solid financial condition lets
us seize opportunities as they arise. Over the fast
several years, we have financed our infrastructure
invesiments without increasing our debt by utiliz-
ing cosl-free capital made available by favorable
bonus tax depreciation rules. This strategy has
allowed us to build and hold in reserve financial
capacity to make valuable strategic investments.
It has also benefited our customers by reducing
the impact of our infrastructure programs on

water rates. )




Delivering Greater
Value to our Customers

We always strive to better serve our customers.
Last year, we completed the transition to a new
Customer Care and Billing {CC&B) system,

the latest of our initiatives to heighten conven-
ience and efficiency for our customers and to
enhance our interactions with them. {n 2011,
we launched a free e-billing service so cus-
tomers could view, print and pay their bills
online, and in 2012, we converted to monthly
billing at customers’ request.

The CC&B systern, which was developed

and tested over the course of two years before
going live in October, is already providing
positive results. For instance, this new technology
allows our customer service representatives to
easily access customer accounts from one main
page on our system, shortening the time they
need to spend on the phone to respond to
customer inguities.

The foremost way we serve our customers, of
course, is to make sure they have uninterrupted
access to a safe and abundant water supply.
Our program for maintaining, upgrading and
extending our infrastructure is vital to this
objective. Over the last decade, we have in-
vested over $250 million in such improvements.
In 2013, we spent $21.2 million on a variety

of infrastructure-renewal projects.

One type of project was the replacement of
wells. Sorne of Artesian’s wells were constructed
in the 1950s and 19605 of precast concrete
segments. To ensure that these wells operate
safely and efficiently, we have been implementing
a proactive plan to monitor and replace them
when their perfarmance declines. Over the pasl
few years, we have replaced four such wells
with higher efficiency ones, and we plan lo







replace additional weils over the next 5-8years.
We also monitor the performance of our other
production wells to ensure that they too are
operating efficiently and at optimal capacity.

During 2013, we completed 11 main renewals
in northern New Castle County, installing
30,221 feet, or nearly 6 miles, of new water
main. The pipes replaced ranged in age from
40 to 62 years. These projects included the
replacement of 328 water service lines that
carry water from Artesian’s main ta residential,
commercial and industrial customers and the
installation of 40 fire hydrants.

Also in northern New Castlie County, Artesian
began the Route 7 Booster Station project,
which will heighten supply reliability for a
major expansion at nearby Christiana Hospital
and for the growing Christiana Mall area.
Currently, this area is served by the existing
Churchmans Road Booster Station, which has
been in service for over 50 years. The Route 7
Booster Station is designed to move approxi-
mately 5 million gallons of water per day with
two pumps each capable of moving 1,800
gallons per minute (gpm) and one spare pump
capable of a flow of 1,800 gpm for added
reliability. Together with a new 16-inch main,
the Route 7 Booster Station will provide
essentially the same quantity of water as our
existing station. The project is estimated to
cost $4.2 million and is scheduled to be in
service by September 2014.

Another major improvement begun in 2013 was
the upgrade to our Castle Hills Water Treatment
Plant. This facility, in service since the 1950s,
needed significant rehabilitation if it was to
provide service for many more decades. During
the course of canstruction, improvements will
be incorporated in our plant design to improve
operating efficiencies. This project should be
completed in May of this year.

In southern New Castle County, we installed
13,000 feet of 12-inch water main and 10 fire
hydrants near Townsend. With this new piping,
we connected our water system in southern
New Castle County to our fully integrated water
system serving northern New Castle County

to the Pennsylvania state line. As a result, we
have enhanced water supply reliability and fire
protection capabilities throughout our New
Castle County water system,

The infrastructure projects we completed in
Cecil County, Maryland, gave us an expanded
presence in that market. During the year,
Artesian became the sole provider of water to
the town of Chesapeake City and surrounding
areas. We installed 1.6 miles of new 12-inch
ductile iron main to provide water to the town
from Astesian’s Chesapeake City Road plant,

WATER SERVICE FACTS

Population served approximately 300,000

Metered customers 81,900

Annual production 7.3 billion gallons

Miles of main 1,182
Public fire hydrants 5,703
Active wells N 189
;};eatment facilities 68—“

Storage capacity 174 million gallans

Water service territory 280 square miles

Wastewater service territory 25 square miles

Average cost per day
for residential water service $1.52
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which is located in Delaware, and we placed

in service an interconnection at the Delaware/
Maryland state line. The town decommissioned
its two water plants, whose iron removal systems
had high operating costs.

Elsewhere in Cecil County, we completed the
final phase of a water main project in the Cherry
Hill area, installing water lines for properties
along Cherry Hill Road to give those residents
the opportunity to connect to our water service.

To bring our Maryland facilities into line with
our Delaware operations, we installed and
upgraded a SCADA system for the Maryland
operations. SCADA, which stands for Supervisory
Control and Data Acquisition, is a computer-
controlled system for monitoring and managing
industrial processes. Our Maryland operations
now have the ability to interact with one
another, and we can monitor them remotely,
providing information in a more timely fashion.

Delivering
Value to the Community

Artesian and its employees are committed not
only to providing superior service to customers,
but also to generously serving the community.
Among the many endeavors undertaken in
2013, we continued our sponsarship of the
Christiana River Watershed Clean-up for the
22nd year. We participated in the annual
Summer Blood Challenge for the Biood Bank
of Delmarva; delivered hundreds of meals for
the Food Bank of Delaware; and contributed
gifts for children through the Salvation Army’s
Christmas Angel Tree Program.

We also continued our program of educating
schoolchildren on the value of water. Last year
alone, we educated over 1,000 children at 16
different schools. This important program has
reached well over 26,000 children in Delaware
and Maryland since it began in 1992.

In 2013, Artesian raised over $30,000 to help
restore the Fverett Theater in Middletown,
Delaware. And in the last three years, we raised
over $81,000 from the proceeds of our annual
golf outings for the benefit of the Boys & Girls
Club of Cecil County, Maryland, and CHILD,
Inc. in Wilmington, Delaware. This would not
have been possible without our generous
business partners.

Employees participated in events for the
American Cancer Saciety, the American Heart
Association, the National Brain Tumor Society,
the American Diabetes Association, the Crohn's
and Colitis Foundation of Ametrica, the Delaware

J



Humane Association, Big Brothers Big Sisters,
and the Leukemia Research Foundation, as
well as many other organizations.

I wanl to express my heartfell gratitude

to our dedicated and enthusiastic employees
for all that they do for our customers and
community. | also wish our recent retirees well
and can assure them that their expertise and
contributions over the years have been appre-
ciated and that they will be greatly missed.
Qur thanks to them and the entire Artesian
team for helping us grow and succeed.

COan

Dian C. Taylor

Chair, President & CEQ

Dian C. Taylor Received
Samuei S, Baxter Memorial Award

In recognition of her significant contributions

to water management, accomplishments, and
her leadership of Artesian Resources Corpora-
tion, the Water Resources Association of the
Delaware River Basin (WRADRB) awarded Dian
C. Taylor the Samuel S. Baxter Memorial Award
at their 31st Annual Recognition Dinner in Apsil
2013. This prestigious award recognizes those
individuals who best exemplify the characteristics
that Samue] S. Baxter exhibited in his long and
successful career as a pioneer in water resource
management and as the first Water Commis-
sioner of the City of Philadelphia. The award
was presented by Delaware’s Lieutenant
Governor, Matt Denn who said “For over 100
years Artesian has contributed to the growth and
vitality of our State. Under Dian’s leadership, the
education of customers, the general public and
school children on water conservation issues
and environmental protection have heen
exemplary. Her community outreach serves

as an exanple of how one person can make a
major impact an so many others.”




Everelt Thealre Fundraising Event

In keeping with our community outreach
activities, Artesian sponsored a fundraising
event to help restore the historic Everett
Theatre in Middletown, Delaware. This
proud landmark on Main Streel was built in
1868 and has enterfained generations of
families. Over the years, the theatre has
gone through several renovations but it had
reached the point that not only cosmetic
but structural improvements were needed.
The goal was 1o restore the Everett Theatre
to its once proud position as a cultural

aris destination.

A Wine and Cheese Reception was held
last September at Dian Taylor’s home in
Middletown with over 200 in attendance.
With a tive anc silent auction and with the
generolts support of our corporate spOnsors,
the event raised over $30,000. The success
of this event is another small way for
Arlesian to give back to our community.
We are proud of our employees who volun-
teered and thank our sponsors for helping

ta restore this Middlctown treasure.
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(Tom) .

We are pleased to announce that Tom has
joined Artesian as Manager of Engineering.

He has over 37 years of engineering experi-

ence in business development, operational

and project management both in the public

and private sector. His previous position

was with URS Corperation where he was

Vice President, Manager and Principal

Engineer. Prior to URS he was Deputy

Director for the Department of Public

Works for Cecil County, Maryland. Tom

has administered and directed projects

covering the planning, design, and con-

struction of roads, bridges, municipal and

public buildings, site development, and )
water and wastewater treatment plants,

sewer and water lines and municipal

landfifls. He holds a B.S. Degree in Civil

Engineering from Virginia Tech University

and is a registered Professional Engineer

in Delaware, Maryland, Pennsylvania,

Ohio, New Jersey and Virginia.




After 24 vears of dedicated service to
Artesian Resources Corporation, Seniar
Vice President, Bruce P Kracuter refived
November 1, 2013, Bruce's career began
with the Department of Natural Resources
and Environmental Control of the Siate

Three othors roifre from Artesian:
Paul Reed

Meter Terhinician, rotived with

A vears of service,

Chuck Burchfield

Meter Shap Supervisor, retired with
34 yoears of service.

Pat Lawson

Costorner Service Represontail

sediroeh with 123 vears of sorvieo.

of Delaware followed by an engineering
position with New Castle County, Delaware.
He joined Artestan in 1989 as a Stait
Engincer, was appointed an officer of the
Corporation in March 1995 and promaoted
10 Senior Vice President in 2009, Over the
vears Bruce was instrumental in many of the
engineering advances that have benefited
not chty Artesian but the industry as a whole.
He helped develop programs jor and over-
saw the conduct of water supply explo-
ration, treatment, and distribution system
improvements, He directed the company’s
system expansion 1o accommedate projected
growth and oversaw the construction of
most water utility plant improvements,

He also provided expert testimony in all
repulatory proceedings. Bruce became
known as an industry expert and in 2010
was appointed to the United states Depart-
ment of Homeland Security’s Water Sector
Coordinating Council by the American
Water Works Association, an assembly of
water experts asked to address the safety

of the nation's critical water infrastructure.
He was also a member of the Delaware
Water Supply Coordinating Council,

the Water Research Foundation, and the
Delaware Source Water Assessment and
Protection Citizens and Technical Advisory
Committee. He has served his profession
wedl and we wish Bruce a happy and

healthy retirement and thank him for his

life-tong dedication to ensuring the safety

and quality of drinking water.
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Shareholder Inguiries

Shareholder inquiries regarding

Class A Non-Voting Common Stock
accounts, including transfer requirements,
lost certiticates and dividend payments,
should be divected to:

Registrar and Transfer Company
10 Commerce Drive

Cranford, New Jersey 07016-3572
{8001 3068-5948

www.rica.com

Shareholder inquiries regarding Class B
Common Stock accounts, including ransfer
requirements, fost certificates, dividend
payments and requests for investment
materials, should be directed tor

Nicholle R, Taylor, Senicr Vice President
Aitesian Resources Corporation
PO Box 15004
Wilmington, De!mm 19450
.JE}_,I 4.’).1'5.?1'0 Un; 3325114

nIa}'i’orf\iaricsmnwa?er. com

The holders of record of the Company's
Class A Non-Vating Common Stock are
elicible to paticipate in the Dividend
Reinvestment Plan. The plan provides for
the direct puichase of Clas's A Non-Voling
Common Stock through reinvestment of
dividends and/or optional cash payments
without any fees. To obtain a copy

of the plan prospectus, contact either
Registrar and Transier Company

or Artesian directly.

Protected 2014 Dividend Dales

{Buineet io the approval of the Aresian Resources

Coapotation Board v Drecions)

Quarter Record Date Favinent Date

Fobruary 10, 2014 February 21, 2014

May 12, 201 May 23, 201+

August 11, 2014 August 22,2004

November 7, 37014 Novemboer 21, 2014

CAUTIONARY NOTE ON
FOMMWARTHLIOOINING STATEMPNTS

Al staverments piher than historical facts
e forward-ooking and acrual reselts nray
difter materially from those projected,
anticinatedf or implhied. Please refer o
“lrear ARk Factors” of the Compame's
Annyal Repoit oo Form 11K tor e

vear ended December 31, 2013, for a
description of the substantial tiske andd
uncettaintivs related 16 the forweard jooking
statements inchsdosl iy this Annoedl Koy
Past peafocrmance of Arlesians Common

Stock s not predivtive of future returns,
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Artesian Resources Corporation and Subsidiaries

Arfesian Resources Corporation operates as the holding company of our
wholly-owned subsidiaries.

Artesian Waler Company, inc. is our principal subsidiary. It is the oldest and
largest investor-owned regutated public water utility on the Delmarva Peninsula
and has been providing water service since 1905. Artesian Water distributes
and sells water ta residential, commercial, industrial, governmental and utility
customers throughout Delaware. 1t also provides private and municipal utilities
with billing services and operational management services.

Artesian Waier Maryland, Inc, was established in July 2007 with the approvai
of the Maryland Public Service Commission and provides public water utifity services
to custarners in Cecil County, Maryland. The company is an important part of our
strategy to be the preeminent provider of public water utility services on the
- Delmarva Peninsula.

Aviesian Water Pennsylvania, inc. began operations in 2002 and was given
approval by the Pennsylvania Public Utilities Commission to expand its service
area in 2005, The company provides public water utility services to customers
in southeastern Pennsylvania.

Artesian Wastewater Management, Inc. §s a regulated entity that owns and
operates wastewater facilities in Delaware. The company provides public waste-
water services to customers throughout Delaware,

Artesian Wastewater Mavyland, Inc. was established in June 2008 and is subject
to regulation by the Maryland Public Service Commission. The company is able to
provide public wastewaler services to customers in Maryland,

Avtesian Uity Brovelopment, ine, is a non-regulated operating company that
designs and builds water and wastewater infrastruciure and provides contract water
and wastewater services on the Delmarva Peninsula.

Artesian Development Corparation is the non-regulated real estate holding
company of Artesian Resources.




